
58 

12 CFR Ch. IX (1–1–12 Edition) Pt. 933 

that counterparty that complied with 
the limits of this section at the time it 
was entered. In such a case, however, a 
Bank may extend any additional unse-
cured credit to such a counterparty 
only in compliance with the limita-
tions that are calculated using the 
lower maximum exposure limits. For 
the purposes of this section, the re-
newal of an existing unsecured exten-
sion of credit, including any decision 
not to terminate any sales of federal 
funds subject to a continuing contract, 
shall be considered an additional ex-
tension of unsecured credit that can be 
undertaken only in accordance with 
the lower limit. 

(e) Reporting requirements—(1) Total 
unsecured extensions of credit. Each 
Bank shall report monthly to the Fi-
nance Board the amount of the Bank’s 
total unsecured extensions of credit 
arising from on- and off-balance sheet 
and derivative transactions to any sin-
gle counterparty or group of affiliated 
counterparties that exceeds 5 percent 
of: 

(i) The Bank’s total capital; or 
(ii) The counterparty’s, or affiliated 

counterparties’ combined, Tier 1 cap-
ital, or if Tier 1 capital is not avail-
able, total capital (as defined by each 
counterparty’s principal regulator) or 
some similar comparable measure iden-
tified by the Bank. 

(2) Total secured and unsecured exten-
sions of credit. Each Bank shall report 
monthly to the Finance Board the 
amount of the Bank’s total secured and 
unsecured extensions of credit arising 
from on- and off-balance sheet and de-
rivative transactions to any single 
counterparty or group of affiliated 
counterparties that exceeds 5 percent 
of the Bank’s total assets. 

(3) Extensions of credit in excess of lim-
its. A Bank shall report promptly to 
the Finance Board any extensions of 
unsecured credit that exceeds any limit 
set forth in paragraphs (a), (b) or (c) of 
this section. In making this report, a 
Bank shall provide the name of the 
counterparty or group of affiliated 
counterparties to which the excess un-
secured credit has been extended, the 
dollar amount of the applicable limit 
which has been exceeded, the dollar 
amount by which the Bank’s extension 
of unsecured credit exceeds such limit, 

the dates for which the Bank was not 
in compliance with the limit, and, if 
applicable, a brief explanation of any 
extenuating circumstances which 
caused the limit to be exceeded. 

(f) Measurement of unsecured exten-
sions of credit—(1) In general. For pur-
poses of this section, unsecured exten-
sions of credit will be measured as fol-
lows: 

(i) For on-balance sheet transactions, 
an amount equal to the sum of the 
book value of the item plus net pay-
ments due the Bank; 

(ii) For off-balance sheet trans-
actions, an amount equal to the credit 
equivalent amount of such item, cal-
culated in accordance with § 932.4(f) of 
this part; and 

(iii) For derivative transactions, an 
amount equal to the sum of the current 
and potential future credit exposures 
for the derivative contract, where 
those values are calculated in accord-
ance with §§ 932.4(g) or 932.4(h) of this 
part, as applicable, less the amount of 
any collateral that is held in accord-
ance with the requirements of 
§ 932.4(e)(2)(ii)(B) of this part against 
the credit exposure from the derivative 
contract. 

(2) Status of debt obligations purchased 
by the Bank. Any debt obligation or 
debt security (other than mortgage- 
backed securities or acquired member 
assets that are identified in 
§§ 955.2(a)(1) and (2) of this chapter) pur-
chased by a Bank shall be considered 
an unsecured extension of credit for 
the purposes of this section, except: 

(i) Any amount owed the Bank 
against which the Bank holds collat-
eral in accordance with 
§ 932.4(e)(2)(ii)(B) of this part; or 

(ii) Any amount which the Finance 
Board has determined on a case-by-case 
basis shall not be considered an unse-
cured extension of credit. 

(g) Obligations of the United States. Ob-
ligations of, or guaranteed by, the 
United States are not subject to the re-
quirements of this section. 

[66728, Dec. 27, 2002] 
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§ 933.1 Submission of plan. 
(a) In general. By no later than Octo-

ber 29, 2001, the board of directors of 
each Bank shall submit to the Finance 
Board a plan to establish and imple-
ment a new capital structure for that 
Bank, which plan shall comply with 
part 931 of this chapter and under 
which, when implemented, the Bank 
shall have sufficient total and perma-
nent capital to comply with the regu-
latory capital requirements established 
by part 932 of this chapter. The Fi-
nance Board, upon a demonstration of 
good cause submitted by the board of 
directors of a Bank, may approve a rea-
sonable extension of the 270-day period 
for submission of the capital plan. A 
Bank shall not implement its capital 
plan, or any amendment to the plan, 
without Finance Board approval. 

(b) Failure to submit a capital plan. If 
a Bank fails to submit a capital plan to 
the Finance Board by October 29, 2001, 
including any approved extension, the 
Finance Board may establish a capital 
plan for that Bank, take any enforce-
ment action against the Bank, its di-
rectors, or its executive officers au-
thorized by section 2B(a) of the Act (12 
U.S.C. 1422b(a)), or merge the Bank 
pursuant to section 26 of the Act (12 
U.S.C. 1446) into any other Bank that 
has submitted a capital plan. 

(c) Consideration of the plan. After re-
ceipt of a Bank’s capital plan, the Fi-
nance Board may return the plan to 
the Bank if it does not comply with 
section 6 of the Act (12 U.S.C. 1426) or 
any regulatory requirement or is oth-
erwise incomplete or materially defi-
cient. If the Finance Board accepts a 
capital plan for review, it may require 
the Bank to submit additional informa-
tion regarding its plan or to amend the 
plan, prior to determining whether to 
approve the plan. The Finance Board 
may approve a capital plan as sub-

mitted or as amended, or may condi-
tion its approval on the Bank’s compli-
ance with certain stated conditions, 
and may require that the capital plans 
of all Banks take effect on the same 
date. 

§ 933.2 Contents of plan. 
The capital plan for each Bank shall 

include, at a minimum, provisions ad-
dressing the following matters: 

(a) Minimum investment. (1) The cap-
ital plan shall require each member to 
purchase and maintain a minimum in-
vestment in the capital stock of the 
Bank, in accordance with § 931.3, of this 
chapter and shall prescribe the manner 
in which the minimum investment is 
to be calculated. The plan shall require 
each member to maintain its minimum 
investment in the Bank’s stock for as 
long as it remains a member and, with 
regard to Bank stock purchased to sup-
port an advance or other business ac-
tivity, for as long as the advance or 
business activity remains outstanding. 

(2) The capital plan shall specify the 
amount and class (or classes) of Bank 
stock that an institution is required to 
own in order to become and remain a 
member of the Bank, and shall specify 
the amount and class (or classes) of 
Bank stock that a member is required 
to own in order to obtain advances 
from, or to engage in other business 
transactions with, the Bank. If a Bank 
requires its members to satisfy its min-
imum investment through the pur-
chase of one or more combinations of 
Class A and Class B stock, the author-
ized combinations of stock shall be 
specified in the capital plan, which 
shall afford the members the option of 
satisfying the minimum investment 
through the purchase of any such com-
bination of stock. 

(3) The capital plan may establish a 
minimum investment that is cal-
culated as a percentage of the total as-
sets of the member, as a percentage of 
the advances outstanding to the mem-
ber, as a percentage of the other busi-
ness activities conducted with the 
member, on any other basis approved 
by the Finance Board, or on any com-
bination of the above. 

(4) The minimum investment estab-
lished by the capital plan shall be set 
at a level that, when applied to all 
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members, provides sufficient capital 
for the Bank to comply with its min-
imum capital requirements, as speci-
fied in part 932 of this chapter. The 
capital plan shall require the board of 
directors of the Bank to monitor and, 
as necessary, to adjust, the minimum 
investment to ensure that the stock re-
quired to be purchased and maintained 
by the members is sufficient to allow 
the Bank to comply with its minimum 
capital requirements. The plan shall 
require each member to comply 
promptly with any adjusted minimum 
investment established by the board of 
directors of the Bank, but may allow a 
member a reasonable time to do so and 
may allow a member to reduce its out-
standing business with the Bank as an 
alternative to purchasing additional 
stock. 

(b) Classes of capital stock. The capital 
plan shall specify the class or classes of 
stock (including subclasses, if any) 
that the Bank will issue, and shall es-
tablish the par value, rights, terms, 
and preferences associated with each 
class (or subclass) of stock. A Bank 
may establish preferences relating to, 
but not limited to, the dividend, vot-
ing, or liquidation rights for each class 
or subclass of Bank stock. Any voting 
preferences established by the Bank 
pursuant to § 915.5 of this chapter shall 
expressly state the voting rights of 
each class of stock with regard to the 
election of Bank directors. The capital 
plan shall provide that the owners of 
the Class B stock own the retained 
earnings, surplus, undivided profits, 
and equity reserves of the Bank, but 
shall have no right to receive any por-
tion of those items, except through 
declaration of a dividend or capital dis-
tribution approved by the board of di-
rectors or through the liquidation of 
the Bank. 

(c) Dividends. The capital plan shall 
establish the manner in which the 
Bank will pay dividends, if any, on 
each class or subclass of stock, and 
shall provide that the Bank may not 
declare or pay any dividends if it is not 
in compliance with any capital require-
ment or if after paying the dividend it 
would not be in compliance with any 
capital requirement. 

(d) Initial issuance. The capital plan 
shall specify the date on which the 

Bank will implement the new capital 
structure, and shall establish the man-
ner in which the Bank will issue Class 
A and/or Class B stock to its existing 
members, as well as to eligible institu-
tions that subsequently become mem-
bers. The capital plan shall address 
how the Bank will retire the stock that 
is outstanding as of the effective date, 
including stock held by a member that 
does not affirmatively elect to convert 
or exchange its existing stock to either 
Class A or Class B stock, or some com-
bination thereof. 

(e) Members wishing not to convert ex-
isting stock. The capital plan shall es-
tablish an opt-out date on or before 
which a member that does not wish to 
convert its existing stock into Class A 
and/or Class B stock must file a writ-
ten notice to withdraw from member-
ship with the Finance Board. This opt- 
out date shall not be more than six 
months before the effective date of the 
capital plan. (For purposes of applying 
this provision, the membership of an 
institution that files its notice to with-
draw with the Finance Board on or be-
fore the opt-out date established in a 
capital plan shall terminate six months 
from the date that the notice of with-
drawal was filed with the Finance 
Board or on the effective date of the 
Bank’s capital plan, whichever date is 
earlier.) The capital plan shall further 
provide that any member that is in the 
process of withdrawing on the effective 
date of the capital plan but did not file 
its written notice to withdraw from 
membership with the Finance Board on 
or before this opt-out date, shall have 
its existing stock converted into Class 
A and/or Class B stock as required by 
the capital plan, and that the effective 
date of withdrawal for such member 
shall be established in accordance with 
§§ 925.26(b) and (c) of this chapter, pro-
vided, however, that the applicable 
stock redemption periods calculated 
under § 925.26(c) of this chapter shall 
commence on date the member first 
submitted its written notice to with-
draw to the Finance Board. 

(f) Stock transactions. The capital plan 
shall establish the criteria for the 
issuance, redemption, repurchase, 
transfer, and retirement of stock 
issued by the Bank. The capital plan 
also: 
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(1) Shall provide that the Bank may 
not issue stock other than in accord-
ance with § 931.2 of this chapter; 

(2) Shall provide that the stock of the 
Bank may be issued only to and held 
only by the members of that Bank; 

(3) Shall specify whether the stock of 
the Bank may be transferred among 
members, and, if such transfer is al-
lowed, shall specify the procedures that 
a member should follow to effect such 
transfer, and that the transfer shall be 
undertaken only in accordance with 
§ 931.6 of this chapter; 

(4) Shall specify that the stock of the 
Bank may be traded only between the 
Bank and its members; 

(5) May provide for a minimum in-
vestment for members that purchase 
Class B stock that is lower than the 
minimum investment for members 
that purchase Class A stock, provided 
that the level of investment is suffi-
cient for the Bank to comply with its 
regulatory capital requirements; 

(6) Shall specify the fee, if any, to be 
imposed on a member that cancels a re-
quest to redeem Bank stock; and 

(7) Shall specify the period of notice 
that the Bank will provide to a mem-
ber before the Bank, on its own initia-
tive, determines to repurchase any ex-
cess Bank stock from a member. 

(g) Termination of membership. The 
capital plan shall address the manner 
in which the Bank will provide for the 
disposition of its capital stock that is 
held by institutions that terminate 
their membership, and the manner in 
which the Bank will liquidate claims 
against its members, including claims 
resulting from prepayment of advances 
prior to their stated maturity. 

(h) Implementation. The capital plan 
shall demonstrate that the Bank has 
made a good faith determination that 
the Bank will be able to implement the 
plan as submitted and that the Bank 
will be in compliance with its regu-
latory total capital requirement and 
its regulatory risk-based capital re-
quirement after the plan is imple-
mented. 

[66 FR 8310, Jan. 30, 2001, as amended at 66 
FR 54108, Oct. 26, 2001; 70 FR 9510, Feb. 28, 
2005] 

§ 933.3 Independent review of capital 
plan. 

Prior to submitting its capital plan, 
each Bank shall conduct a review of 
the plan by an independent certified 
public accountant to ensure, to the ex-
tent possible, that the implementation 
of the plan would not result in any 
write-down of the redeemable stock 
owned by its members, and shall con-
duct a separate review by at least one 
NRSRO to determine, to the extent 
possible, whether the implementation 
of the plan would have a material ef-
fect on the credit rating of the Bank. 
The Bank shall submit a copy of each 
report to the Finance Board as part of 
its proposed capital plan. 

§ 933.4 Transition provisions. 
(a) The capital plan of a Bank may 

include a transition provision that 
would allow a period of time, not to ex-
ceed three years, during which the 
Bank shall increase its total and per-
manent capital to levels that are suffi-
cient to comply with its minimum le-
verage capital requirement and its 
minimum risk-based capital require-
ment. The capital plan of a Bank may 
also include a transition provision that 
would allow a period of time, not to ex-
ceed three years, during which institu-
tions that were members of the Bank 
on November 12, 1999, shall increase the 
amount of Bank stock to a level that is 
sufficient to comply with the minimum 
investment established by the capital 
plan. The length of the transition peri-
ods need not be identical. 

(b) Any transition provision shall 
comply with the requirements of § 931.9. 

§ 933.5 Disclosure to members con-
cerning capital plan and capital 
stock conversion. 

(a) No capital plan shall become ef-
fective until disclosure required by 
paragraphs (b) and (c) of this section 
has been provided to members. All dis-
closure required under this section 
shall be transmitted, sent or given to 
members not less than 45 days and not 
more than 60 days prior to the opt-out 
date established in the Bank’s capital 
plan in accordance with § 933.2(e). 

(b) The following information shall 
be provided to members about the 
Class A and/or Class B stock that a 
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Bank intends to issue on the effective 
date of its capital plan: 

(1) With regard to each class or sub-
class of authorized stock, a description 
of: 

(i) Dividend rights; 
(ii) The terms of conversion; 
(iii) Redemption and repurchase 

rights; 
(iv) Voting rights and preferences, 
(v) Liquidation rights; and 
(vi) Any liability to further calls or 

to assessments by the Banks; 
(2) A description of any material dif-

ferences between the securities to be 
converted into Class A and/or Class B 
stock and the Class A and/or Class B 
stock with regard to the rights ad-
dressed in paragraph (b)(1) of this sec-
tion. 

(3) A statement of the reasons for the 
conversion to Class A and/or Class B 
stock and of the general effect thereof 
upon the rights of existing members; 
and 

(4) A description of any other mate-
rial features concerning the Bank’s ini-
tial issuance of Class A and/or Class B 
stock. 

(c) In addition to the disclosure 
about Class A and/or Class B stock, the 
following information shall be provided 
to members: 

(1) The Bank shall disclose financial 
information as follows: 

(i) Audited balance sheets as of the 
end of the two most recent fiscal years, 
audited statements of income and cash 
flows for each of the three fiscal years 
preceding the date of the most recent 
audited balance sheet being presented, 
and unaudited interim balance sheets 
and statements of income and cash 
flows as of and for appropriate interim 
dates that in form and content meet 
the requirements of § 989.4 of this chap-
ter; 

(ii) A pro forma capitalization table 
that reflects the Bank’s projected new 
capital structure relative to its actual 
capitalization as of the date of the lat-
est balance sheet required to be pro-
vided to members by paragraph (c)(1)(i) 
of this section. The Bank shall also 
provide a description of any material 
assumptions underlying the pro forma 
capitalization table and the basis for 
these assumptions, and shall provide 
estimates of its risk-based capital re-

quirement, calculated in accordance 
with § 932.3 of this chapter, and of its 
total capital-to-asset ratio (both of 
which shall be based on the same finan-
cial data used for the capitalization 
table), along with a discussion of mate-
rial assumptions underlying these esti-
mates and the basis for these assump-
tions; and 

(iii) Any of the financial information 
required to be disclosed by paragraph 
(c)(1) of this section may be incor-
porated by reference, provided the in-
formation being incorporated is con-
tained in an annual or quarterly Bank 
report prepared in accordance with 
§ 989.4 of this chapter or an annual or 
quarterly Bank System report, and the 
disclosure identifies the information 
being incorporated by reference; 

(2) A narrative discussion of antici-
pated developments that could materi-
ally affect the liquidity, capital, earn-
ings or continuing operations of the 
Bank, including those affecting divi-
dends, product volumes, investment 
volumes, new business lines and risk 
profile. 

(3) A description of any amendments 
anticipated to be made to the Bank’s 
by-laws, policies or other governance 
documents as a result of the implemen-
tation of the capital plan; 

(4) To the extent that such informa-
tion has not been provided under para-
graph (b) of this section, the Bank 
shall disclose information related to 
the capital plan as follows: 

(i) A description of the minimum 
stock investment requirements set 
forth in the capital plan; 

(ii) A statement outlining the re-
quirements for amending the capital 
plan; 

(iii) A description of any restrictions 
or limitations under a Bank’s capital 
plan on a member’s rights to buy, or 
redeem its class A or class B stock, to 
have such stock repurchased, or other-
wise to make use of such stock to ful-
fill the member’s minimum stock in-
vestment requirement; 

(iv) A statement setting forth the 
opt-out date, on or before which a 
member’s written notice to withdraw 
must be filed with the Finance Board 
(as established in accordance with 
§ 933.2(e) of this part) for the member 
not to have its existing Bank stock 
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converted to Class A or Class B stock 
on the effective date of the Bank’s cap-
ital plan and describing the effect on a 
member’s effective date of withdrawal 
of failing to file its notice to withdraw 
on or before the opt-out date; and 

(v) A description of a member’s 
rights under the capital plan to have 
its stock redeemed or repurchased upon 
voluntary or involuntary termination 
of its membership; 

(5) The Bank should state the name, 
address and telephone number where 
members may direct written or oral re-
quests for a copy of the capital plan 
and any other instrument or document 

that defines the rights of the member/ 
stockholders. This information shall be 
provided to the members without 
charge; and 

(6) The Bank shall provide a state-
ment as to the anticipated accounting 
treatment for the transaction and the 
federal income tax implications of the 
transaction that members should con-
sider in consultation with their own 
accounting and tax advisors. 

(d) Nothing in this section shall cre-
ate or be deemed to create any rights 
in any third party. 

[66 FR 54109, Oct. 26, 2001] 
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